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CHAPTER I

INTRODUCTION

Overview

Tho United States Air Force (USAF) and the varied

Commands which compose it collectively function in r-esponse to

and writhin the limQts set by the social system of society as

manifested by the government of the United States. The end

for which the social system strives can best be interpreted

in terms of four basic national objectives which have been

simply stated as: ". . . economic well-beLng, political

stability, social and industrial progress, and security

from attack" (92:36). National policies or courses of action,

in response to these objectives, are set forth by the ex-

ecutive branch and are reinforced, expanded or restricted

through legislative appropriations of the Congress. It is

in response to these externally imposed objectives and in-

ternally translated policies that the Air Force reacts in

the formulation of military strategy involving ". . . the

employment of armed forces to secure the objectives of

national policy through the application of force or the

threat of force" (92:37).

Not only must strategy te formulated in response to
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objectives, but it must be structured in terms of the weapon

and support systems available or projected. Where a void in

capabilities exists systems must be designed to insure

adequate response. The degree of sophistication possible

Sand the number of weapons procured are directly dependent

upon ". . . the capacity of the American economy to support

the burden of vast militatry requirements and upon the willing-

ness of the American people . . ." to commit national resources

II to such a pursuit (92:1).

While national defense once enjoyed a position of un-

Li! limited funding, the early years of the 1970s witnessed an

era of change in which a reorganization of national priorities

resulted in a substantial diversion of appropriations to

projects of domestic concern. Public and Congressional

criticism of and opposition to the size, complexity and

priority of defense spending was frequent and intense. Impetus

for much of this criticism and opposition was the direct

result of widespread publicity given to disclosures of de-

ficiencies in defense procurement operations. The Depart-

ment of Defense (DOD) found itself forced to compete for ap-

propriations in light of national, social and economic ills.

Robert C. Seamans Jr., Secretary of the Air Force, set

the challenge for the Air Force in his statement:

We are entering a period of tremendous demands
on our Country's resources. We have great needs in
the areas of social welfare, housing, education and
transportation. And at the same time we are faced
with growing military threats and the necessity of
modernizing our A1rmed Forces. As a result, we must
make certain that we provide for our national security
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Shneeds at the lowest possible cost (96:1).

While the Air Force mission remained unchanged the

means and methods of achieving its objectives required modi-

* fication. Perhaps the greatest impact was in the area of

logistics which employed approximately one-third of the

military and civilian personnel in the Air Force and was

responsible for the expenditure of approximately fifty per-

cent of the annual Ope'rations and Maintenance budget (86).

The logistics system exists solely to provide responsive

support to the operating forces. If this support was to

I remain responsive there would have to be a realization of

increased efficiency and effectiveness in logistics manage-

ment. Supporting material management systems would have to

be designed and operated with this paramount fact in mind. In

lieu of the existing and projected resource limitations there
would have to be a demand for maximum efficiency, elimination

of unnecessary duplication and common use of systems, facilities,

services, functions and inventories wherever operationally ac-

ceptable and economically beneficial (61).

Lieutenant General Harry E. Goldsworthy, Deputy Chief

of Staff, Systems and Logistics summarized the logistical

challenges of the period by saying:

We may face some lean years ahead in the
seventies, but our responsibilities in the logistics
area will not diminish. If anything, they will con-
tinue to increase in view of the pace of technological
progress.

The real challenge of the decade just :arting
will be to find better ways to apply effective manage-
ment techniques to the solution of our problems. In
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short, we will just have to do a better job
and do it with less. Thatts a huge order. But
I am confident that by using the new, improved
management techniques and with our force of

r motivated, highly dedicated profz'essional logis-
ticians we can - and will -- meet the logistics
challenge of the seventies (23:10).

I * One effort directed to meet these responsibilities

was the establishment in October, 1971, of a group under

the Air Staff for the Study of the Automation of the

Logistics System at Base Level (STALOG). The purpose of

the group was to identify existing logistics functional

systems, as well as programmed and planned improvements,

to study and analyze interface and integration relation-

rj ships with the intent of formulating recommendations to

achieve more efficient and effective total logistics manage-

ment at base level (87:3). The computer was envisioned as

the tool of logistics management which held the key to the

significant improvement of base level logistics processing

and management functions. The ability of the hardware and

associated software to process rapidly and accurately large

volumes of data with a minimum of human intervention would

contribute to an improvement in material control and sup-

port of operational requirements. "Computer usage Lould

permi]t the reassignment of logistic personnel resources

I• to functions requiring human judgment, thereby upgrading

the effectiveness of the total logistic support organization"I (33:3). It was within this context that an optimum Air Force

base level logistics system capable of supporting the weapons

systems and force structure for the 1975-1985 time frame was

I



envisioned.

Problem Statement

Procurement, maintenance, supply and transportation

are generally accepted as the functional elements of the

base level lbgistics system. The management of the base

level procurement function within the existing operational

environment is extremely complex due to the unique customer

requirements and interface relationships. The volume of

such demands make it virtually impossible for procurement

managers to be aware of, or detect, all problems which

develop, Preliminary findings indicated that the volume

of performance data collected was in inverse proportion to

the information needed (48:11-57). The proliferation of

reports and management information had ". . . reached the

point where the effort needed to manage the information

concerning procurement is rapidly approaching the effort ex-

pended on the management of the procurement itself" (48:22).

Standards of measure and indicators of potential problems

did not exist. Time and resource constraints demanded the

utilization of exception reporting to allow for immediate

correction of performance variances detrimental to efficient

and effective organizational functioning.

The operiting demands of base level procurement neces-

sitated the evolution of a management information and control

system capable of comparing output vith input criteria in

an analysis of performance in relation to established objectives.
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I An imPort.ant aspect o- the problem involved the application

Sof trend analysis to detect probleems before they became

critical. The Droct.rement manager needed a control sys-.

Stem devoid of redundant data. Such a system iwas not

available at the time but was within current technologcal

capability.

Backzround

The basic authority for military procurement derives

from the United States Constitution as stated in Article I:

Section 8. The Congress shall have power to
lay and collect Taxes, Duties, Imposts and Excises,
to pay the Debts aid provide for the common Defense
and. general Welfare of the !inited States (48:2).

The Congress then is the source of authority within

the United States for military procurement. The Congress

has given the executive branch of the government the neces-

sary authority in Title 10 of the U.S. Code:

Notithstanding any other provision of the
law, an office or agency of the Department of
Defense may obligate funds for procuring, producing,
warehousing or distributing supplies or for related
functions of supply management, only under regulations
prescribed by the Secretary of Defense (48:2)

The United States Constitution provided the military
procurement authority to the Congress by a simple statement

of delineation of power. Under Title 10 of the U.S. Code,

Congress has been more specific in its delegation of authority

and where deemed desirable has been very explicit relative

to the specifics of military procurement.

The Secretary of Defense, pursuant to the authority
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delegated to hir by the Congress, has romulgated a detailed

set of _oolicies and procedures to accomplsh -is miJitary

Drocurerment resons•io•i •lities.

BotLi the Un.ited States Constitution and __tle 10 of

the U.S. Code are fundamental documents of authorlzation

to act. _nese two documents assign responsbilifty relative to

such acts. However, the operative publication for military

p rocurement is the Armed Services Procurement Regulation

(ASPR).

The ASPR de-2lineates the policy and guidance Drov-ided

by the Congress in Title 10 of the U.S. Code and develops

from it a detailed set of procedures for accomplishing

ilitary procurement. The introduction of the ASPR states

its source authority and its applicability as follows:

1-101 Purmose of Regulation. This Regulation
issued by the Assistant Secretary of Defense (instal-
lation and Logistics) by direction of the Secretary
of Defense and in coordination rith the Secretaries
of the Arwy, Navy, and Air Force and the Director of

the Defense Supply Agency, establishes for the Depart-
ment of Defense, uniform nolicies and procedures re-
lating to the procurement of supplies and services
under the authority of Chapter 137, title 10 of the
United States code, or under other statutory authority.

1-102 Applicability of Regulation. The Regulation
shall apply to all purchases and contracts made by the
Department of Defense, writhin or writhout the United
States (but sce 1-109.4), for the procurement of sup-
I lies or services which obligate appropriate funds
including available contract authorizations), unless

otherise specified herein, except transportation
services procured by transportation requests, trans-

4 portation warrants, bills of lading and similar trans-
portation forms. Procurement of these excepted trans-
portation services shall be in accordance with specific
regulations and instructions issued by the Itlitary
Traffic Management and Terminal Service (MTMTS), Military
Sea Transportation Service (14STS), Mi.litary Airlift
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Con-and (MWG), and the ,ei ents (5:101).

Eie "eeIartments" to which the w~ce'in1 3aragraph

refers are the Army, Navy and Air Force. Tne preceding

quote, then, is the legal foundation for procurement of

"services and supioies wilthin the ,Denoartment of the air

Force.

14I.itary procurement is at, once obviously "unique in

that it involves the ei-,enditure of legislatively appropriated

funds by procurement personnel to meet the needs of distant

and scattered customers. Added to the already difficult

situation is the Droblem of measuring the effectiveness and

efficiency of the procurement activity. The achievement of

base Drocurement effectiveness is imDortant because it enables

Air Force funds to go further in obtaining needed supplies

and services. The Air Force environment of the early

-seventies demanded that each defense dollar b6 expended in

an efficient manner.

An effective management information and control system

is absolutely necessary for optimum management effectiveness

in any organization. If the base procurement function is
to serve as an effective element within an integrated logistics

system, the procurement manager will have to have at his

disposal a management control system wherein 9 tinformation

is the life-blood of control . . ." (21:19). The system

wirll have tc be capable of identifying and analyzing statistical

trends in critical areas of performance. In this manner the

system vrill monitor oscillations in performance which, although
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"I

they do not exceed control iidts, indicate the develop-

ment of a pro Diem bhich, if action is not i.itiated, _iU

eventually exceed tolerance levels. Thus, the system musst

.not only be able to identify the existence of problems

r C(see figure 1) but also variations ap-roacbing estaboished J.
standards whi ch woul1 d enable the manager to initiate action

-which would e ate Droblems before they materialized

(see figure 2) or adjust the system to compensate for them.IWithin the context of this research effort a management

control system, was defined as " 'a system to Deriodically
examine various aspects of logistics operations at base level,

detect deviations from previously determined standards, and

output this information to mangers at various levels' "

(68:1). Such a system would be geared to the concept of

exception reporting in that the only output would be noti-

fication of an impending or existing system deviation.

Base level pocurement. is a vast., compolex and

far-flung activity. The unique legal, control, measurement,

..size Ead interface characteristics of this activity

dictate a complex but responsive procurement management in-

formation system" (48:i). WThile existing and projected

automated procurement systems addressed themselves to timely

response to customer demands, they did not lend themselves

to an effective information and control system. While

mechanization and automation had already been functioning

within procurement for over ten years the prime objective of

its utilization had been a compilation of procurement actions
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Figure 1.

System Monitoring of Performance Identifying
An Out of~ Tolerance Condition (28:ai)
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.Figure 2..

•.oSystem Monitoring of Performance Th.rough Trend Analysisi To Identify Oscillations 1.hich Indicate Control

Limits 'Will Soon Be Exceeded (.28:21)
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imforxmation into a system of registers and reports as

re• •ured. by higher headquartez"s, to include the dictates

of the ASR. ASPR 1-11.0 states that:

Periodic and s;-ecific remorts on murchases
and contracts are prescribed by the Deatnent
of Defense. These reorts are desised to meetshtatutory- and ot~her Congaesonalw req--irezents
of Federal agencies, and to pror-ide a711 levels

of manazement wi-th data on rhiih to formulate
procurement policy as gel1 as to determ__ne the
extent of adherence to _rescribed policy (9! :2-7).

Such systems "... emphasized the 'conmý_iance

syndrome' _ith its rules, reguilations and policies, to the

detriment of effective porocurementy. perforance" (4-8:i).

Statistical data obtained from nrocurement reports often

seemed aimed at making rew-rts rather than initiating

specific management action at base level.

Scheduled for field testing in October, 1972, was the

Customer Integrated Procurement System (CD_.PS). Tne orienta-

tion of the system wias one of "... providing more timely

support to those base activities having a requirement for

locall purchase of supDlies and services" (90:2). implementa-

tion of the system was projected into three phases vith:

CIAPS I - concerned with the acquisition
of supplies.

CIAPS II - concerned writh adding those tasks
in services procurement which were
feasible to automate.

CIAPS III - concerned vith conversion of the
system to an on-line system if and
when feasible (90:2).

The system appeared to concern itself 'ore writh the

establishment of procurement procedures and the automation of
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"adinistra-ive nitty-gritty' than with the esta1blivsbment

QI Qf integrated control (14). ET-ni~e the system was Drojectedi

to share its data base _ith ctistomer systems, integration

with all -he systems was viewed as a long tern objective

(cO: 2).

"Th0: e functional manager needs to carefull y assess

decisions for vhich he is responsible, and the type, quantity

and format of information he must have to make such decisions

in maintaiing operational control in pursuit of objectives.

"Computer systems _ith their demands for exact and Drecisefprogr an1iing . . . [equire:I management to fully define its

objectives and accurately identify the input and out-ut re-

quirements of logistic systems to be processed on Automatic

Data Processing 1-quipment" (33:4).

improvement and advancement are neither automatic nor

the result of a leisurely choice between alternatives. in

attempting to identify areas wi-thin the logistics context

'which were in need of measurement and which could be adapted
to an integrated automated mode of control, the STALOG group

recognized that:

1. Continuing to develop separate management
systems for each base logistics functional
area with only minimal attention to interfaces

-between each was contrary to effective overall
logistics control.

2. Some problems facing each of the functional areas
could not be resolved independently but could best
be resolved in terms of a total systems approach,

3. There was a need for improved management and
utilization of logistics resources (88:5).
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SBefore attem9ting to establirsh an. inntegrated logistics

managemezlt inforrmation and control system. it was first

necessary to identify the objectives of each of the function-

I al elements if they were to be judged usaf.u1 . The nature ofJ rthe objectives for each would have I,. . a significant impact

on the design of the system" (28:15). In reality there
is an operational interdependence among the varied functional

objectives both wit-hin and external to the particular function

such that the achievement of spme of them -DresuDposes the

I prior achievement of others. Objectives tend to form a

hierarchy in which pos-itions are determined by the extent

to which an objective depends upon the achievement of or

integration with other objectives vuithiln the overall system.

At the head of the hierarchy is "the over-all Air Force

management objective Elhic~h is to complete assigned mizsions

by maintaining maximum operational effectiveness" (84:2).

Sco-e

This research effort concerned itself with a study of

the base level procurement function as it existed and was

projected to exist in the followring decade. The research

effort was limited to the identification of organizational

objectives and those areas of performance within the pro-

curement function which necessitated the establishment of

standards and the formulation of appropriate criteria for

measurement if management effectiveness in the pursuit of

objectives was to be achieved. Effective determination of
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these ;actors necessitated the investigation of the inter-

face and integration both, internal and external to the function-

al areas.

wbiic study was intended to establish a foundation upon

which later research could build in terms of standards,

frequency determination and formulation of levels of organ-

izationall detail in terms of an overall base level logistics

management system. 1t was anticipated that the information

collected and the analysis rendered would serve as the basis

for the develop•nent of a central procurement data bank.

The constraints imposed by time precluded a detailed

analysis of all identifiable areas of measurement within the

procurement framework. During the course of this research
many possible aý'eas of measurement control were identified

but only those commonly agreed upon by survey responders

as being critical to effective management are discussed in

detail.

Objective

As stated by one procurement official: "No one has

ever dared or cared to define the objectives of the base

procurement office" (1). The objective of this study was

the identification of the base level procurement function

objectives and those performance determinants critical to

their successful achievement. This identification was ac-

complished within the context of the base level procurement

organizational structure and operation; the integrated sys-
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tems approach to logistics management; and the formulation

of a total management-information system as a vehicle for

control.

Research Questions

In ordbr to accomplish the stated objectives of this

effort and with the intent of supplying data which would

lend itself to the establishment of better procurement

management control in an automated mode, this thesis addres-

sed itself to answering the following questions:

1. With the intent of establishing reference points

for organizational and coordinated effort, what are the ob-

jectives of the base level procurement function?

2. Given the present system, what operational and

performance characteristics within the base level procure-

ment function should be measured to insure the most efficient

interface with other base functions and the achievement of

organizational objectives?

Methodology

The formulation of this thesis was conducted in three.

phases: the first being a review of the literature. Lit-

erature resear ± included:

1. A bibliographical survey conducted through

the Defense Documentation Center.

2. A review of available texts, theses, technical

reports and staff studies dealing with the areas of: base

level procurement; management information systems; approaches
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to integrated ystems management; management by objectives;

and management by exception,

3. A review and analysis of discrepancy trends in

procurement operations as noted in the Inspector General

Data Bank for the period 1970 through 1971. In addition,

a review was also made of the observations rendered in the

Inspector General Brief for the period 1960 through 1972.

The second phase consisted of the design and distribu-

tion of a questionnaire to Base and Deputy Base Procurement

Officers in an attempt to solicit ideas from individuals,

currently working at operational bases, as to what were the

meaningful objectives of the base level procurement function.

Subscribing to the belief that "an integrated management in-

formation Ed control• system begins with management" an at-

tempt was made to involve all procurement managers at base

level operations (35:46). Other techniques of sampling

were considered, such as the Delphi method, but were felt

to be inappropriate.

The Delphi method attempts, through identification

and interface with experts, to take full advantage of a

committee approach to forecasting while avoiding scme of

the disadvantages of a brain-storming session. Delphi deals

directly and individually with experts so as to avoid the

negative factors associated with group action in which in-

dividu•,ls perceive a necessity to.defend" their opinions.

The investigation utilizing the Delphi method attempts to

help ". . . the experts toward a consensus . . ." through
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the utilization of a battery of questionnaires with each

successive questionnaire being reworded in light of the

responses encountered on the one preceding it (52:83).

.The intent is to help the experts to help themselves toward

a consensus by rethinking the problem under consideration in

the terms of divergent estimates.

The opinions of novice managers were felt to be im-

portant as that of the most experienced (see appendix A).

To build a system strictly on the basis of expert opinion

could run the risk of depriving the novice of information

that was essential to his management efforts but very second-

natured to an expert. Questionnaires were mailed under sep-

arate covers to the Base and Deputy Base Procurement Officers

at 150 Air Force installations. The distribution of the

questionnaires included 101 bases within the United States

and 49 bases located at various locations overseas. The

questionnaires were mailed on June 15, 1972, and July 31,

1972, was established as a closing date for receipt for in-

clusion into this research effort. Responses received after

that date were retained but not utilized in formulating the

data.

The questionnaires were sent out under the auspices

of the STALOG group with a cov'.r letter of explanation by

Brigadier General William R. Hayes, Assistant for Logistics

Planning, Deputy Chief of Staff, Systems and Logistics,

Headquarters USAF. It was felt that the survey should be

structured under the auspices of the Air Staff due to its
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interest in the subject matter and its ability to help in

achieving a more positive response rate. All responses

were anonymous in nature and the only personal data requested

of each responder was his or her rank, job title, experience

at base level and Command of assignment. It was intended

that this information provide an overview of the experience

level of respondants to the survey (see appendix A).

The third and final phase of the effort was the pur-

suit of interviews with selected individuals who were familiar

with base level procurement either through operational or

academic involvement. These individuals were tasked for

their professional opinions on matters of uncertainty which

developed periodically during the course of the research.
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CHAiPTER Ii

THE BASE LEVEL PROCURMEiNT F-UTCTION

General

Procurement has come to mean different things to dif-

ferent people. The identification and understanding of

base level procurement objectives can best be accomplished

after a review of this part of the logistics process so as

to place the operation in better perspective. The term

"procurementt" is defined by the ASPR as including:

. . . purchasing, renting, leasing, or othervise
obtaining supplies or services. It also includes
all functions that pertain to the obtaining of
supplies and services, including description but
not determination of requirements, selection and
solicitation of sources, preparation and award of
contract, and all phases of contract administra-
tion (34:3).

A vast and complex process, military procurement holds

much in common with procurement in private enterprise, yet

is unique in many respects that set it aside from the function

in industry. The uniqueness of the operation stems in large

part ". . . from the statutory authorizations and limitations

under which itjmust be conducted . . ." (38:12). The policies,

procedures and regulations within which procurement personnel

must operate often force them to seemingly serve two masters.

20



They are tasked to protect the best interest of the govern-

ment 'ihile at the same -tiie protecting the a-Later-est of

w-tential suppliers. All o-tea-tial suppliers must be

afforded equal1 oDortunity to secure gover,-nment business

Iwhich is commensurate wth their particular cavdab.!i ties.

TMe Air Force base level Drocurement function can

best be understood within the context of a service organ-

ization responding to the needs of varied customers. "Its

function is the support of all base organizations requiring

the local purchase of supolies and services" (91:1-3).

In performing this function the procurement organization

interfaces not only with base level customers but with the

external business environment and varied governmental agencies.

In so doing it serves as the installation's major logistics

link ritY the civilian community.

"... the number of items purchased by base pro-

curement activities constitute about 90 percent of the total

items purchased by the Air Force" (94:38). In accomplishing

the purchase of these items the base procurement activity

at each installation is responsible for obligating a portion

of the funding allocated for Operation and Maintenance pur-

poses. The base procurement activity is primarily responsive

to the local procurement needs of six major supporting activities:

base supply, base transportation, base civil engineering, base

maintenance, base commissary, and base hospital or clinic

(see figure 3).

The procurement workload generated by civil engineering
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Base Level Procurement Base Level Interfaces
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anmaintenazrce is -Lr-J:±-ed -'o re-quests for nom-mearsona 1 ,

orgarnizat-'tiontall type, ser-irices. Otte irocarenent requir-7-m

ments of base ciki_! engi neers entai! services for constructon,

alteration, repair, .cUifi caion and M•_m•enan"ce. .iinteL-

ance requirements are _rimarily for breakdo-_n and re a-_5_r

services for major comonents. Ze inputs generated by both

ciil engineers and ='-in.te-nance usually represent tne most

comple5-e type mrocessed at most base procurement offices and

norua-11 y require se_!11fu1 and time-consuming contract adin-

istration efforts (40:13). Tnese reouests are either

received directly from the respective areas or are processed

-through supply channels and translated into a requirement from

SMpply.

The commissary operation is primarily supported through

quarterly and yearly indefinite type contracts. These con-

tracts normally cover food commodities such as bread and dairy

product type items. Although these contracts are executed by

the base procurement office, calls against the contracts are

placed by commissary personnel. inputs generated by the hos-

pital are usually limited to reauests for medications and a

limited amount of supplies and equipment. The reason for

such a restricted demand is primarily due to the fact that

most medical supplies are purchased by a central DOD depot

and issued directly to respective medical facilities. In

addition, medical facilities are eligible to operate, under

the monitorship of the base procurement office, their own

Imprest Fund or petty cash system (40:13-14).



C-m -=-zat-- cnal St,-rUCtUr-e a-313 Re5W"o-ibili-'U

w-ile Air Force directives eonde _eneral gai'_ce
for the ort un sructre o the *B-,se mrocUreMenz

funct-ion there is no specifical-l deina ted or re•_uied

or5gai -i om-. Structures -i11 vary by degrees depending upon

the _atica Co'-d and its oeratcna! reauiiements.

Within the general base level conte3t the procure=ent function

is usua'ly an element-of the Combat Support Group, consistinug

of those activi.ties directly responsible to the "Base Coe-_ander

(see fEi gure 4 and 5). The function itself is conposed of

varied branches with specifica•ll designated resnonsibi-ities.

Operating along a horizontal plane and under the responsibility

of the Base Procurement Officer are the,"

I. Onerations Branch. T-is branch is resonsible

for kee-oing registers, reports, publications and Armed

Services Procurement Regulations on hand and up-to-date;
the assi�ning of numbers to contracts, purchase orders and

modifications; the establishment of a suspense system.

2. Suonly Branch. This branch is responsible for

contracting for all supply requirements and establishing in-

definite delivery type contracts for supply items when ap-

propriate.

3. Service Branch. This branch is responsible for

contracting for all service and construction requirements;

establishing indefinite delivery type contracts for services

when appropriate.
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4.Contract M~erarce Br-anch. Thi branch ±s

:resiuonsible for- th'e Droceas-im ofL certai ± tes off eqatd-

_ent that have to be miTatainsed by cont-ractors.

5. Contract Administraticn Branch. T-h-is branch

:i_ re _s-io dlbe for the comlet.e 5ann rstatLaIM Q- coi-tracts

for- the Supply and Ser- rces Branches to include: insp-ection,

acceptance and del-iquency actions. -Ea-e existence of this

branch is optiotna deaendina on the oeration involved.

When non-existent, its responsibilties are assumed by the

respective branches involved (91:3-2).

The Base Procurement Officer

At the head of these diversified activities is the Base

Procurement Officer who serves as the focal point for all

operations and is ultimately responsible for the management

of the entire activity (see figure 60. He is constrained in

his actions by the provisions enunciated in over three thousand

pages comprising the ASPR replete _ith instructions on things

that must be done, that may be done, and that must not be

done. He is further constrained by the specific guidelines

set forth by higher headquarters and the local commander.

Within the context of these constraints it is his job '..

to translate requirements into goods and services of the

highest available quality, at the lowest possible price,

and in the shortest possible time" (38:12). In addition

to being subject to discipline by his superiors, he is also
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suibject. -to legall action ffor having brokl-en the !aw. This is

no trvxiall consi deraition and =-dst, of necessity., loom.large

in hi selection of an- action wfhen mutip5-De courses of action

are open io • him. There are times when he must follow a

course of action -iuhch he Drofessionallj feals would result

in extra cost. to the Air Force rather than a course of action

which would perhaps be less expensive for the government but

for which he feels less able to justify any deviations. The

Base Procurement Officer then is continually tasked to:

1. Insure compliance viith statutory and

regulatory restraints of government procurement.

2. Obtain competition.'

3. Justify exceptions.

4. Be prepared to defend his actions to

Air Force Headauarters, the General Accounting Office,

and Congress.

5. Stay up-io-date on policy and procedural changes.

Procurement Considerations

As alluded to in the foregoing presentation the

procurement function, in the person of the Base Procurement

Officer, ultimately concerns itself with satisfying require-

ments with items of the "highest quality available, at the

lowest possible price, in the shortest possible time." To

put it more concisely, procurement is governed by consider-

ations of: performance, cost and schedule. Performance can
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best be understood in that it relates to the extent to which

an item -iccessfully' accomplishes the function for which :Lt

was procured, Cost relates to the total expenditure of funds

in the acquisition, allocation and disposition of the item.Schedule relates to the time and rate of delivery of the

item. All three of these factors, in fact, interact with

one another as performance normally varies directlywith

cost and the two t~gether often affect the delivery schedule.

Often times the performance of an item can be improved if the

delivery schedule can be prolonged. If a procurement manage-.

ment information system is to be effective it must recognize

these interactions and provide the data essential to maintain

timely control.

While these three factors are at the heart of procure-

ment considerations in terms of the results of their inter-

actions, their characteristics can be examined individually.

If an item that has been procured does not satisfy or per-

form the function for which it was procured, the entire

purchase has been a complete loss regardless of cost or

delivery considerations. Performance is and must be a

fundamental consideration. For most items it is a relative-

ly simple matter to define the required standards and judge

potential procurement items accordingly. In some instances,

however, the required standards must be tempered with cost

I or delivery demands and the final product quality redefined.

One opinion is that cost usually receives more attention,

baboth wi•thi •nd external to the procurement function, then all
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other aspects of procurement combined and that the ,,compliancel

syndrome" is most evident in this area, particularly with

contracting, in that procurement personnel attempt to insure

many times over that all pertinent regulations, policies,

and guidance have been complied with.

Depending on the mission requirements of a particular

organization, the urgency of procuring an item may in fact

cause schedule to override cost as a consideration in the

particular action. "The effectiveness of the procurement

activity in obtaining a lower price or improved performance

is too often disregarded in the rush to insure compliance"

(48:36). It is interesting to note that in an article

entitled "Procurement Attitude for the 70s" appearing in

the Technical Inspector General Brief of December 31, 1971,

one of the principles enumerated was:

Meeting of delivery scheduling and
quality of the delivered material must
be viewed as a single entity (75:15).e

Purchase Request

The primary vehicle for.interface between the pro-

curement function and its customers is the purchase request

(PR). When an organization generates a requirement for sap-

plies or services that require action by the procurement of-

lice, that is Eor supplies and services not available through

regular military sources, it must initiate a PR and fo:wva-rd it

to the procurement activity. The PR becomes the Base Procure-

ment Officer's order to procure. It serves the purpose of
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providing:

1. A citation of the necessary authority
and fund authorization, if no funds have been
previously authorized.

2. A description of the required supplies
or services.

3. Any other information that is needed,
such as delivery points and dates (95:3).

Where a particular manufacturer's make or model is the only

item that will suffice, a sole source or genuine replacement

part justification must accompany the requisition in order to

substantiate purchase without competition. The responsibility

for accuracy and completeness of the PR rests irth the initiating

organization. Without a properly prepared PR, the buyer is at

a-loss to know specifically what an organization requires. im-

proper preparation of the PR is cause for its return to the

initiator for correction as appropriate. The necessity for

this action often entails a reduction in necessary procurement

leadtime. "Inadequate leadtime impedes the meeting of Air

Force acquisition and mission objectives; procurement effective-

ness can only be measured after release of [the purchase

request" (72:22).



CHAPTER III

THE BASE PROCUREMENT FUNCTION AS AN ELEMENT OF

AN INTEGRATED LOGISTICS MA•NAGEMENT SYSTEM

General

Although its operation is constrained by a require-'

ment for strict adherence to legal directives, the procure-

ment function depends upon, and closely supports, the other

logistics functions. Base procurement does not exist as an

entity of and to itself, rather it is an integral part of

logistics. A prime example of procurement interface vith

other logistics functions is manifested in the purchase re-

quest. This document initiates a long series of linking

activities starting with a need and then preparation of the

PR by the requesting organization, and including: document

processing by procurement; physical receipt of the goods;

quality control check; paper work updating of inventory

records; the establishment of accounts payable and eventual

vendor payment. Within the context of such a transaction can

be seen the progression of an "objective achievement flow"

from a functiorial user initiating a demand to a functional

processor which satisfies the requisition through an inter-

face vith the environment external to the base structure.

33
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11Fnal satisfaction of the demand is accomplished through

a channel of distribution from the vendor through numerous

functional elements, comprising the base delivery system,

to the function&L initiator of the demand. An integrated

systems approach to logistics management recognizes rather

than ignores these relationships. While "the system may

begin writh the automation of a specific function [it

can occur only after the total picture is studied" (35:47).

If a total base logistics system is to be achieved in the

1975-1985 time frame it must be recognized that in logistics:

. there is a close interdependence of
all activities engaged in reaching an objective.
Specific activities are closely intertwined and
interrelated; the carrying out of one activity
influences or is influenced by other activities.
The over-all management of any operation consistsof dovetailing specific activities so that the drive

for effectiveness in some does not hamper the achieve-
ment of effectiveness by others. In the management
process the specific activities must be blended into
S. .Ea totally integrated system] in which individual
parts function in the manner that best meets the needs
of the whole. Subordinating parts to the whole, some-
times even at the expense of individual effect'teness,
is an essential feature . . . fof such a systetn (84:4)

Definitions

Before progressing further it would be in order to

precisely define some of the terms to which reference has

and will be made. Up to this point, discussion has been

rendered with regard to the achievement of increased "ef-

fectiveness and efficiency in logistics" management if the

challenge of the seventies, predicated by funding constraints,

is to be met. Reference has been made to the desire of the
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Air Staff to identify the optimal base level logistics

"system" to accomodate management, organizational, and

operational objectives in the period sanning 1975 through

1985 in terms of this challenge. An attermpt vdl! now be made

then to define in as precise terms as possible what this

research team feels is meant by: logistics, systems, ef-

fectiveness, and efficiency.

The term logistics is subject matter for a book in

itself, therefore no attempt is made to present a historical

derivation of the term along with its varied applications.

A comprehensive effort in this area has been accomplished

in a dissertation entitled, "An Exploration of the Concept

of Logistics: A Constitutive Approach" (60). In its

strictest sense, as applied to the military supply mission,

logistics is viewed as a composite of a multitude of activities

directed toward the effective implementation of strategic

and tactical plans through the creation and support of combat

forces and weapons. A concise definition of logistics would

then entail:

The provisions of support materials-and
services when and where required for use. Usually
viewed as the activities of determining the require-
ments, acquisition, distribution of goods and services
needed to sustain operations. In military missions
it usually connotes functions of supply, maintenance,
procurement, distribution, and similar related
activities (50:143).

The terms "systems", "systems concept", and "systems

approach" had become popular in recent years as a way of

viewing organizational structure and operation. As the
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seventies progressed association -with and understanding

of systems came to be -perceived as the "Uno.W thing. The
definitions proposed for systems are as numerous as the

authors oa the subject, as each vieus his approach as

unique. A system can best be understood as:

A complex unit formed of many often
diverse parts subject to a common plan
or serving a common purpose (2:4).

* The two essential ideas in this definition are: (1) the

individual parts of a system are often diverse, and (2)

the collection of parts forms a unity, either because the

parts are "subject to a common plan" or because they "serve

a common purpose." As all operations have some impact on

other operations thich have impacts on other operations,

and so on, the systems approach could cause the examination

of any operation to include the entire universe. Obviously

this is impractical. From a realisiI±c point of view, what

the systems concept does imply is a consideration of the

organization in as broad a context as possible with an un-

derstanding that "the optimization of an individual operation

or department will not necessarily optimize the total organ-

ization" (46:17).

Effectiveness can best be viewed as "the degree to

which the mission is accomplished or objectives are achieved"

(50:134). Efficiency on the other hand connotes "the as-

sessment of actual performance against optimum potential.

EIg answers the questions, 'how economically were the

objectives achieved' or 'How well were resources used or
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conserved?' " (L-6:17).

Loci•stics As An integrated Systemr

With the interdeoendence and interrelatio' Dnship Of

a-' elements of the logistics function, it is no longer

feasible to think of lo-istics managgemraent in terms of

separate functions such as su-pply, maintenance, procure-

ment and transnortatiLn. All of these are in fact a single

integrated logistics process for sDpport. A better under-

standing of this concept can be had if one approaches logistics

in terms of:

1. A statement of objectives and an eval-
uation of the problem.

2. A definition of the environmental set 0

3. A definition of the system encompassing
the basic transformation process associated with
the problem.

4. A definition of the subsystems.

5. A linkage of the subsystems to form the
system (28:41).

The objectives of logistics are rather inherent in

its definition. In the most simple terms the goal for which

logistics strives is the delivery of needed items to operational

forces at the right time, in the right amount, at the right

place, for the least cost. Not only are these objectives

but they are in themselves problems. A finer delineation of

the problem is brought forth with the qualification that

logistics must accomplish these objectives in an efficient

and effective manner. These qualifications often tend to
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contradict one another.

in att these objectives the Logistics system

EUsz act and react with ele~enrts of both the A!i, Force

institution and the enviro=_ment of Vhich it is a _art.

Uhile logis-ics comprises a system in its oJI _ right, as

referenced by the definitions _osited, it is a subsystem of

larger systems which encompass it and which it serves (see

figure. 7). Vrhile figure 7 does not worose to present all

of the elements of the envionmental set of logistics, it

does give an insight into the forces affecting logistics

operations. Logistics must be responsive to the needs of

its customers, in both the operations and support areas,
1

while at the same time being cognizant of the direction

and requirements levied by higher headquarters at the

varied levels., Logistics is very much dependent upon the

actions of Congress in the funding of appropriations necessary

to provide for the needs of system customers. in the pro-

curement of items required to fulfill the varied needs, it

must interface with suppliers and be constrained by the forces

of the community and labor as they influence the ability of

suppliers to produce and Congress to appropriate. Logistics

as a system can most properly be viewed as a transformation

process and distribution channel (see figure 8). Inputs

are received into the system in terms of customer demands and

resources. These resources are transformed by the elements

of the system into items which satisfy the demand levied. The

system in turn outputs these items to the organization initiating

- I_
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th, e demand. In the most• i• isc and realistic sense,

the resources tr nsfor=ed by logistics are =anrorer, materil-,

r-oney a-d energy (to incl-ide facilities and .ach--ner). -rnese

resources are distr•i•ated among these elearents of the -ss-em

and upon receipt of a deaand they are applied in appro•iatte

proportions both aiti and beft-reen the system elements to

yield the required item. In reality then these reDresent

a flow which is in continual _-lux ithi' the system contin!duu.

The sxbsystems of logistics, each a system in -its ovn

right, are the functions of supply, maintenance, transportation

and procurement as Previously defined. No single function

could exist as an entity in as much as a customer-supplier

relationship exists between all four in almost unLi:i, ted com-

binations. The type of linkage between these elements can. best

be understood in terms of the flow presented in figure 9.
C

Operations performs the mission levied upon it by the accomplish-

ment of a specified number of sorties, in the accomplishment

of this mission an aircraft is disabled and a determination is

made that maintenance is required. Maintenance accepts the

aircraft and begins to perform the necessary repairs to render

the aircraft operationally ready, in the process maintenance

discovers the need to replace a specific part,. For the sake

of the illustration it may be supposed that the item is con-

demned and a demand is placed upon supply for a new asset. The

supply function reacts and applies its available manpower to

perform an inventory search for the item. A determination is

mado that the item is no longer in the inventory and is no
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longer produced by the previous government supplier. Supply

interfaces with Drocurement and generates a demand for local

manufacture of the item by surrounding industry. Procure-

ment processes the recuest and lets the necessary contract 1

to have the item manufactured. The item is Droduced and is

received by the base and delivered via transportation to the

maintenance organization in need of the item. While it is

readily admitted that this is a gross oversimplification

of a case in point it does illustrate the linkages, inter-

faces and interdependence of the varied logistics subsystems.

It should be remembered that these links can occur in a number

of varied mixes. Also, in terms of an integrated system the

example presented would have entailed presentation of only one

input and one output. The intervening actions of the varied

subsystems presented would be along a continuum, vwth a trans-

ference of the demand between each subsystem (see figure 10).

While the discussion presented has been in terms of log-

istics in general, it is equally applicable to base level log-

istics as the same processes and relationships are involved

but on a smaller scale. Figure 11 presents the sequence of

the base level logistics operation and is self-explanatory in

nature.

Base Level Procurement System/Subsystem

Within the context of tho systems theory, base level

procurement can be viewed as a system in its own right composed

of varied subsystems represented by each of its branches. It
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exists on an equal but not independent plane vith the other

logistics functions. It jin turn is relegated to the stature

of a subsystem when considered vdithin the operat. onal context

of the- base level logistics system. The same rationale ap-
plies as one progresses up the ladder of system abstraction

as each system inevitably becomes a subsystem of the larger

system which encompasses it (see figure 12).

K1
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CHAPTER IV

AN INTEGRATED BASE LEVEL IANAGEHENT

INFORMATION SYSTEM

In order for the four subsystems (maintenance, supply,

transportation and procurement) and four flows (men, money,

material and facilities) of logistics to function effectively

it is necessary to develop an integrated logistics management

information system (see figure 13). Such a system of in-

formation does in fact create a separate flow itself which

serves to integrate the functions of the individual subsystems.

"One of the basic principles underlying the concept of manage-

ment information in all organizations is the treatment of in-

formation as a basic resource of the organization" (46:8).

Some form of information is absolutely necessary for optimal

management of any complex endeavor. Managers at all organ-

izational levels require information to assit them in plan-

ning and controlling performance.

The interrelationships of the subsystems of logistics

require that each element perform satisfactorily within the

confines of the system if the intended purpose of the total

system is to be.achieved. Consequently, analysis of the

system's performance must take into consideration the inter-

48
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relationships between system elements.

Thi size and complexity of the logistics system make

an analysis of all the interrelationships of elements within

.the system extremely complex. Therefore, system performance

can best be measured by observing the performance of the major

subsystems as they contribute to the overall system. Subsystem
performance can in turn be evaluated by measuring the performance

of the elements which contribute to subsystem operation. Such

type of analysis permits concentration of effort on those sub-

systems where performance is unsatisfactory. A management in-

formation system provides the means for such analysis. it

measures the key elements which make up the subsystems and

provides a summary analysis and assessment of subsystem per-

formance from which total system performance can be evaluated.

The information system must provide management with the

data necessary to conduct effective decision-making and control.

Such a system must be responsible for providing information

regarding any one of the functional elements ". . . to the

decision points of the other systems in a form where actions

taken in one system could be reflected as they impact the others"

(28:130). "The nature of an integrated management information

system is such that it crosses functional boundaries . .

(28:141). An action generated or contemplated by one function

%ithin the system, while beneficial to it, may have an adverse

affect on the other elements of the system. This consideration

harks back to the previous discussions regarding functional

optimization versus system sub-optimization. Perhaps the



analogy of the human body would best serve to illustrate

this point. If one hand of the body experienced a rash

the main concern of that element, if viewed as overating within

the context of an entity, would be the treatment of that rash.

With modern medicine, however, treatment of this hand rash

can only be viewed in a systems context. Was the rash local

and without other subsystem implications such as liver mal-

functioning? if it was determined that the rash was a manifes-

tation of other malfunctioning subsystems, treatment was pre-

scribed that would best optimize the entire body system. In

this example a local problem was diagnosed to have broader

system implications,, as is often the case with procurement

or other functional area problems. By using information

gathered from the functioning of other body subsystems, the

doctor was able to correctly diagnose the overall system mal-

function, apply a cure, and predict the overall end result

with reasonable accuracy.

The function of control includes the measurement of out-

put and the comparison of output with some predetermined

standard writh adjustments as necessary to restore the system

to its planned norm. "Control is not an end in itself; rather

it is a means to an end - a way to add flexibility and ef-

fectiveness to the operation of the system" (46:71). In

accomplishing the comiparison of output with a standard, a

determination must be made as to the degree of variation from

the standard which is tolerable, as well as the duration of

such a variation (see figure 14).



IIU

qVMITr.? CONT20L5

KOST NN OTL V OCCM10 1 LT-OL

Figure 14.

The Management Control Process (32:44)



53

This conceDt of control lends itself to exce;tion

reporting wherein out-of-tolerance conditions in Derformance

would be transmitted i'nnediately without regard to the

:periodicity of the regular reporting system. in some cases
it is necessary to take a total reading of the system status

periodically tb allow for analysis. On a day-to-day basis,

however, exception reporting serves the needs of management

best in that it does not burden the manager with volumes of

information which must be deciphered and still calls his

attention to problem areas only. Such an approach frees

managers to become more intimately involved in the manage-
ment of the system rather than the management of data. The

data collected within the context of exception reporting would

be purged on a periodic basis to allow for intensive analysis

of the complete system status, as well as projection of

developing trends.

If a management information system in logistics is to

be effective and responsive it must:

1. Measure and evaluate logistics per-
formance.

2. Make maximum use of common data.

3. Provide timely information and data.

4. Respond to the needs of the user.

5. Have an acceptable cost-benefit re-
lationship.

6. Develop reliable information and data.

7. Provide for the application of procedures
on a worldwide basis (33:23).
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Vihatever the area of responsibility to be controlled

or whatever the type control system to be employed, the

medium of control is the information system. Tine need

for integrated logistics management generates the need for

integrated logistics information. An uncontrolled pro-

liferation of information systems within the functional

areas cannot be allowed without some effort to integrate

the capabilities of each into a single system.

I
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S!



CHARMa V

QUESTIOiqJThAIRE DESIGN A2D DATA AIIALYSiS
5.

After a review of the literature and interviews iwith

various individuals experienced in base level procurement,

an initial design was established for the questionnaire.

After a series of refinements predicated on advice from

knowledgeable procurement. personnel, a first draft was formulatedfor testing at the Wright-Patterson AFB, Procurement Office.

Following a review and recommendations by the Base ProcureI

ment Officer, a rewrite ani finaliztion was accomplished (see

appendix B).

The questionnaire detailed four tentative objectives

for the base procurement function, along with varied per-

formance indicators for each. The performance indicators listed

presumed the existence of future adequate data bank facilities

and relative ease of inpuiting/outpulting computer information.

It is acknowledged that with the existing computer facilities

most performance indicators would require excessive data pre-

paration and any output delays would negate the value of most

indicators.

The questionnaire was designed as a vehicle to primarily

solicit opinions, therefore no sophisticated quantitative
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analysis was deemed appropriate. Of the 126 questionnaires

returned, for a useable return rate of 42 percent, many

evidenced the fact that the responder had thoughtfully:

modified objectives; added performance indicators; and pro-

posed additional objectives. For those that did not answer,

or answered vrith "no comment"', for a particular objective, it

was impossible to determine whether the responder agreed with

the objective or did not have the time to reflect on the

questionnaire. Hence, an attempt at refined statistical anal-

ysis of the questionnaire would perhaps be misleading.

The method utilized to take advantage of the question-

naire data was to first sort the questionnaires by additonal-

ly proposed objectives. Based on this sort and the rationale

supporting the new objectives, two additional objectives were

added. Next, all questionnaires were read to determine the

appropriateness of the original questionnaire proposed objectives.

On the basis of this analysis one of the originally proposed

objectives was deleted as being not absolutely essential to

the operation of an effective base procurement function. The

remaining objectives were modified to overcome semantical

deficiencies detailed by some responders. Finally, perform-

ance indicators were reviewed to determine their validity

under the previously stated assumptions of an increased data

base and improved computer input/output capability. In some

instances there was a consensus among the responders as to the

value of an indicator, however, all questionnaire responses

were closely reviewed for possible inclusion.
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One of the premises underlying -the performance in-
Sdicators was that they would be printed out by exception.

That is, the Base Procurement Officer or his Deputy would have

their attention called to a potential problem area only if

-the situation or trend was outsidea tolerance range. A

periodic data purge would be performed for review to analyze

the data. This, however, would not be performed by the Base

or Deputy Procurement Officer as part of his day-to-day

managerial responsibility or duty.

An element of the questionnaire was a question dealing

with the suitability and usefulness of the present reports.

Since it was envisioned that all reports generated by the

indicators identified would be by exception, it was felt

pertinent to this research effort to gather opinions on the

existing report structure.

Fr
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CHAPTER VI

OBJECTIVES AND PERFOPRMACE INDICATORS OF THE

"BASE LEVEL PROCUPEI 41T FUNCTION

General

[ in order to practice decision making it is

necessary to consider the framework within which the decision

will be made. The most important element in the framework is

the objective of the system" (28:25). Defining the objectives

of the base procurement function was a necessary prerequisit
to determining performance indicators. A performance in-

dicator that accurately measures a procurement activity is

useless if that activity does not support the effectiveness

of the base procurement function.

In the review of the literature no presentation was

discovered as to the performance indicators of a procurement

function. In only three instances was any delineation of

procurement objectives made. The objectives of procurement

as manifested in the purchasing function of a corporation

were stated as being:

1. To protect the best interest of the
company.

2. To develop adequate and trained personnel.

3. To purchase materials of the right quality,
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in the right quantities, from the right source,
at the right time, at the right price.

4. To promote fair and friendly relations
with all concerned. (9:17).

The only mention of procurement objectives within the

military, whether in the Air Force or the other service

departments was reflected in a statement by the Joint Logistics

Review Board in its findings in a report on procurement which

stated:

It is the objective of procurement to
buy what is needed at reasonable prices for
delivery when and where it is needed (34:3).

Also the comment was made in the Technical Inspector General

Brief that:

The objective of procurement management
is prompt mission suoport.

The procurement office is accomplishing
its mission when delivery of a supply item
or performance of a service is n.ade at the
right place, at the right time, and at a
reasonable price (79.1).

This chapter is devoted to answering the research

questions originally posited at the beginning of this thesis.

The objectives and performance indicators presented are the

result of an analysis of the responses rendered to the question-

naires utilized in this study. This analysis was accomplished

within an academic context and interpretations rendered where

necessary based upon the literary review and interviews ac-

complished.

Objectives And Indicators

Objective: Provide timely support to all
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base organizations that require purchase
of suDilies and services.

Performance indicators which measure the effective-

-ness of meeting this objective are:

I. •_me to Drocess Purchase Request (PR) and

receive goods or services. There is a need to establish

a realistic table of normal lead-times for commodities

and services. Such a table would be available to all base

organization.s and would replace the use of MILSTRIP priorities

for non-depot puzchasing by procurement. The table would

include variations in lead-time criteria for different dollar

amrounts, namely under or over $2500, along with method of

Drocurement, namely two-step advertising and different groups

of goods or services. V~nenever established lead-times were

exceeded a report would be generated for the Base Procure-

ment Officer. Although the lead-times would vary for each

category, the table would normally contain most of the fol-

lowing intervals:

a.) Date PR received by procurement from

the date PR prepared. This would provide information that

external circumstances were delaying procurement.

b.) Date PR received by appropriate branch

chief from the date PR received by procurement.

c.) Pate PR received by buyer from the date PR

received by branch chief.

d.) Time required for contract review and approval

by legal officer or highe- headquarters.



61

e.) Date funds obligated from the date

contract approved.

f.) Date vendor quotes delivery to be made by

compared to the date the goods or services are actually

delivered. Consistently falling outside a prescribed

range of values might indicate good vendor performance

(delivery prior to specified date) or unsatisfactory vendor

performance (exceeding specified date). The report would

list by vendor those that delivered early or late and would

be printed daily in order to monitor delinquencies.

g.) Date for other lead-times depending on type

of contract.

2. Number of PRs returned for reaccomplishment

to each requesting organization. Exceeding a preset level

would indicate a potential buyer or requestor problem that

requires resolution.

3. Number of times a particular PR is returned to

a requesting organization. This might indicate a problem

exists with a particular request or the request may be com-

plicated and the buyer would rather delay the purchase by

returning the PR.

4. Number of PRs processed by: major categories

of goods or services; buyer; and requesting organization.

This information should be printed monthly if it demonstrates

a deviation for the particular month in question. This in-

formation could be used for determining workload changes

and/or manpower change requirements.
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Number of PRs received, by organization,

requesting priority or off-duty emergency action. A high

number •ould perhaps indicate inadequate planning by the

:requesting organization.

6. Number of times that items purchased did not

meet the requestor's requirements. A monthly printout

over or under a preset level would provide information

which would indicate whether specifications in contracts

are clear or definitive enough.

7. Evaluation of construction progress by a com-

parison of the scheduled progess to actual progress. The

comparison would be specified at different time intervals

depending on the length of the contract.

8. Number of substantive Invitation for Bid Mod-

ifications by contract type and buyer. This would include

those that change specifications, plans, basis of award

statement, or bid opening date. A high number of .changes

could be caused by inadequate planning by requestors or poor

buyer performance.

Objective: To assure that the procurement
office is buying goods and services at a
fair and reasonable price.

Performance indicators which measure the effective-

ness of meeting this objective are:

1. Number of buys that fall outside a per-

centage of the amount paid for a particular quantity
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Sof similar goods or services from the previous year. This

wouild involve a quarterly comparison to indicate whether

rprice increases or decreases are reasonable.

2. Number of buys that fall outside a percentage

of the last price paid for the same goods or services. This

would identify a sudden change in prices.

3. Number of times a Federal Stock Number is

requisitioned. A high number might indicate non-systematic

grouping by the requestor or too low stock levels. Com-

parison would be to a tolerance level on a monthly basis.

4. Number of buys that fall outside a percentage

of the price paid by other DOD components in the same geo-

graphic region for the same item or service. Comparison

would involve a quarterly matching to indicate any price

differentials which have no apparent cause.

5o Amount that bidder list has expanded or contracted.

A qua-rterly printout of expansion or contraction outside a

predetermined acceptable range would possibly indicate the

degree to which buyers are seeking new sources and thereby

possibly obtain better results.

6. Based upon a determination of the best season to

purchase seasonal goods, the number of times goods were

purchased outside the optimal time-span.

7. Percent increase or decrease of bidder response

to invitations, by commodity and service classification. This

would involve a quarterly comparison with the preceding quarter.

If bidder response is falling off there might be a problem in:

I-• ' -• -------
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making information available to the vendors; too small

orders; late payments to the vendors; unrealistic buyer

or specification demands; or too low profit.

8. Number of bids that fall disproportionately

close, above.or below the government estimate. Bids that

consistently range extremely close to the government estimate

might indicate an information leak from the procurement

activity. Very high or low bids might indicate a poor

definition of what is required.

9. Date invoices received compared wirth date pay-

ment made. This would indirectly affect the number of bid-

ders as late government payment could possibly discourage

vendors.

Objective:- To support the socio-economic
policies as posited and directed by the
President and the Congress.

Performance indicators which measure the effective-

ness of meeting this objective are:

1. Percentage of dollars awarded to small business.

2. Percentage of awards made to small business.

3. Percentage of small business set-asides.

4. Percentage of contracts that are subject

to the Equal Employment Opportunity Act.

5. Percentage of competitive buys compared to

non-competitive buys.
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Areas where the Procurement Officer presently has

no procurement control, namely brand name items for resale,

could be included or deleted from the total amount on which

the percentages are applied. The tolerance level would

then be adjusted accordingly to determine significant

deviations.

SummarX

It must be stressed that the performance indicators

under each objective would not be printed out as a mass of

data in any recurring report. The information would be

printed only if a given indicator exceeded a previously

determined level or range of values. It is necessary to

recognize that performance indicators might indicate a

problem over which the Base Procurement Officer has no

control but which affects his operation. This is a major

rationale for the establishment of a systems point of view

in the efficient and effective accomplishment of the overall

base mission.

Some suggestions were presented by questionnaire

responders which had considerable merit but did not lend

themselves to quantifiable data. Three major suggestions

were:

1. Increase awareness of the base procurement
function in the civilian community by making more
information available on: anticipated contracts;
laws regulating procurement; amount of dollars
available for small business awards and other
pertinent programs of base procurement which
impact on the community.
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2. Use questionnaires to evaluate vendor
treatment by the base. Questions could be related
to the treatment accorded in the receDtion room
and satisfactory receipt of payment and so on.

3. Plan a systematic training program

for procurement personnel.

In the analysis of the questionnaires there was some

disagreement noted on particular objectives and their per-

formance indicators. A consensus was Dresent for most

objectives and indicat6rs presented here. Some, however,

were included as having particular validity after further

research and discussion with knowledgeable procurement

personnel, even though they were suggested by relatively

few responders. Of the four objectives originally posited

for responder consideration one, dealing with the timely

and accurate submission of reports, was deleted. Comments

tended to indicate that this objective was felt to be an

inherent part of all the other objectives and need not be

considered in isolation.

The objectives and performance indicators detailed in

this chapter were not intended to be final or all-encompassing.

It was felt that they would provide the basis for further

refinement and study.



CHAPTER -VII

PROCURE14ENT REPORTS

General

Since it was envisioned that all reports generated

by the performance indicators identified would be by

exception, it was felt pertinent to solicit the opinions

of procurement managers regarding the existing resport

structure vwith which they operate. Collection of this

data was accoimplished by question number 23 of the survey

questionnaire. In tallying the reports as to frequency

of mention, two reports had a significant number of com-

ments. These two, the HAP-55, Base Procurement Management

Report, and Awards by Buyer appeared to have been perceived

by operating managers as the least useful or requiring the

most modification. A format copy of these reports appears

in appendix C. A general comment on all reports, and

representative comments concerning the Awards by Buyer

and HAF-55, quoted from the responders follow:

General Comment:

All procurement management reports generated
by Base Procurement are required as of the 25th
of each month. All related reports of other
agencies (Base Supply, Comptroller and Commissary)
have "cut off" dates of the end of the month. Pro-
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curment receives or contributes information
for these reports. in the case of Comptroller
records of obligations of funds our renorts
or listings do not serve a our-ose tiithout us
niaking supplement-ary inputs which is a dupli-
cation of effort. Recommend Procurement reports
and monthly data listings and printouts be made
compatable with related agencies and submitted
or run as of the last day of each month.

This comment emphasizes that base procurement cannot be

considered as operating in isolation from the other base

functions.

Award by Buyers Report

Comment:

I would delete "Awards by Buyers" listing
as it does not take into consideration such
factors as: leave, extra duties, and type of
commodity bought.

Comment:

. . .modify to allow for a meaningful
comparison regarding the amount of work ac-.
complished by each buyer.

* Comment:

I do not know how this should be modified
to be more useful. At present, I give it a
careful persual, but have not been able to use
it as a manger.

This report seems to contain the elements of what

must be avoided in all present and future reports

data for data's sake. Apparently the number of actions,

line items, and total dollars does not correlate with how

busy or efficient a buyer is. The necessary variables,

some of which are mentioned in the first comment, are

- ' ---
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missing. To identify and input all the relevant varaiables

for such.a complex area as buyer performance would perhaps

be an unwise expenditure of time and resources.

Data such as this is sometimes stated to be required

for justifying manning increases or decreases. One responder

states his position for deleting this report (and several

others) by saying that he felt the data was useless; and

so must higher headquarters because manning had not changed

for ten years despite data amount changes.

Data and computer reports must continually be reviewed

f or relevance to the manager. in a dynamic environment

data needs will change and reports must be modified, added,

or deleted to keep pace.

HAF-N5 Base Procurement Management Report

Comment:

Currently all actions are lumped together.
The report should be modified to break out type
of actions.

Comment:

Modify the N-55 report to reflect Small,
Business awards against the possible awardable
to Small Business concerns and not the percent
of Small Business awards compared to total
awarded. You can't buy Coca Cola from anyone
but Coca Cola so why frgure large business in
Small Business computations.

Comment:

(1) Delete data pertaining to pricod, un-

priced, and-&pr'iced percent actions.

(2) Add data to depict the number/dollar
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- value of formal contract actions, purchase/
delivery order actions and BPA calls.

(3) Change program to rermit modification
actions and dollars to be customer coded.

Comment:

I feel that this report should be modified
to reflect a more accurate assessment of small
business awards. This can be done by removing
those commodities/services procured over which
the Base Procurement Office has no control .

Comment:

Delete HAF-N55. It has been ineffective
since conception. No one has demonstrated a
use for it. It appears from nowhere, goes
somewhere and barely leaves a spoor.

Comment:

Recommend the Base Procurement Management
Report, RCS-HAF-N55 be modified to soecifically
identify those items listed . . . Eelow.'D

a. total dollars and actions base supply.

b. total dollars and actions contract maintenance.

c. total dollars and actions commissary,
centralized and decentralized.

d. total dollars for utilities segregated by
type i.e., electricity, gas.

e. total dollars and actions construction.

f. total dollars and actions medical.

Comment:

Separate delivery order and purchase
order data.
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Comment:

Program should tally the line items
processed and list them by customer code.
Line items processed are a more realistic
indication of work load . . . .

Summary

It can be seen that, even though there are diverse

opinions, there is some common agreemient as to data

requirements.

The authors feel that this section best illustrates

the need to continually seek the opinions and advice from

as wide a range of managers as possible concerning what data

is required. Although it is a strong possibility that the

second and fourth comments, regarding the HAF-N55 report,

are asking for the data because of higher authority pres-

sure, the sixth comment appears to have excellent potential

for good base level management data.

An interesting consideration was brought to light

in discussing reports vwth various base level procurement

managers. Some did not want useful management data in a

printed format due to the fact that such data might in-

dicate the existence of internal problem areas not only to

themselves but to anyone else reading the report. Within

the existing environment all base procurement reports were

checked, re-checked and second-guessed by a variety of in-

spectors. A procurement official must justify, to many

people, solutions applied to a variety of problems. In

some cases the procurement manager can be held for pecuniary
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liability if inspectors do not agree vith a course

of action he has pursued. Given this situation, it

appeared that the collection of data designed to bring

out the identification of problems would be hampered at

every turn. The only possible solution to this problem

might be to designate certain performance indicators -

those that are specifically designated to identify

possible internal problems - as being solely for the

use of the Base Procurement Officer and his Deputy, These

reports would then have to be protected by regulation

from review by any other office.

Conversely, data affecting other base level managers

should be made available to them. For example, an organ-

ization having a high number of procurement priority ro-

* quests should be informed so that it might plan and organize

future requirements in a more expeditious manner.

In general, most reports existing at the time of this

study were designed to measure areas within base procure-

ment as if those areas could operate in isolation from the

rest of the base. The achievement of a goal, and hence

a procurement report that "looks good", inevitably affects

other base functions. Only when a procurement manager is

given goals within the context of overall maintenance, supply,

transportation and procurement efficiency can lie make decisions

which are consistent with the achievement of overall base

level logistics objectives without optimizing the operation



of the piocurement function at their expense.. Reports

which place emphasis Qn one functional area at the possible

greater expense of efficiency and effectiveness of another

:should be deleted.

It
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ment,ý Of-14cers: ý'see appendix A). Procurement is a .omplex

and diverse activity whi.-ch demands experienced trained

ranagers. The im-plementation of a systems approach demands

-the same in te way ofý mnanagement personnel,

Before any attt.empt. can be made to imiplement such a

systems appxroavch a chang--e In azLttitude iust, be accombllished.

uith-in the Air Force logistics managem-ent structure. This

change msust' be rea1 izedt at every level wit-hi n the management

hierarchy_ 25he problem that -oersistsS in oIst sis tIat

fmnictional mannagers faill to view -thhem-selvees as part, of.L an

integrated system of-: wuD~ort. Vihille logistics is a com~plex

process comp~osed o-f di:-.erse funictionall par-tls- all are subject.

to a co =-on DliTh or serve a common -our-nose. Functi-onal1 managers,

however, tlend to view their activity as an- entity act-ing ino-

devendently of other fuDnctilons -withlI'n- the confines of a r-igid

orgapnizationall structure which, had beent desaigned tOo sid-It i

uDlarticular needs. Th-,e concern wvit-lin' eaej function becomes

not oze of sqp~wvoting a co.-ton pir-pose but rather one of2

conformaing to the regulations and standards governiing the

owpertion o ie acýiY. Gptimi-z~ation of fuanctionall

o-.)erattionz beco-mes arazmcunt and -the contr~ibut4 ons. of' the
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the commander has reporting to him, in
addition to a minimum number of chiefs
of special offices, only the chiefs of
organizational element s which are es-
sential to his primary mission ..

Thus, the commander is- relieved of
direct supervision of other elements.
Furthermore, the total functions of the
Yang/group base are aligned under the
above individuals so that each one can
exercise control over funtional or organ-
izational segments wehich are important
to the accomplishm-ent of his mission (82:4-I).

In referencing figures 4 and 5 it can be seen that vuthin h

a single ving/group base the logistical elements of supply

and maintenance aroe directly responsible to the Deputy

Commander for Materiel, while the elements of procurement

and transportation come directly under the Dase Commander.

In a multiple "ei•ng/group base the function of supply is also

placed under control of the Base Commander (82:4-10). Such

a structuring and policy are not consistent vith the pusuit

-- f common logistics objectives vnithin a base level logistics

system.

The application of the systems approach may well, and

probably will, indicate the need for organizational change

in order to eliminate situations which generate built-in

di fficulties. As a result, dramatic changes may have to take

place in relation to the role of the functional manager.

-rst., and _er-haps =ozt- intortant. would be a change in the

r-ay the "mer conceptualizes his ft-nctLon.

Uhile no •zectacular predictions for "oistcis zana="-

e rnt =iMt -_U e =doe anft -sil' 4the zy"tens atrronch
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may not offer a panacea, its application must be attempted

as a means to improving the performance-and effectiveness

of base level logistics support. VTnile the tried and true

functional approach may -work, it must be realized that it

is not necessarily the best way. Imagination, initiative

and innovation are the keys to the survival of any organ-

ization. Change must not be avoided simply because it is

disruptive from an organizational or personal point of view.

The analysis performed in this thesis and the resulting

procurement objectives have been presented as a groundwork

for future refinement and study. The authors believe that

the functional interfaces writhin procurement and the logistics

system can be defined and performance indicators develped

to enable a more effective and efficient utilization of the

resources available to the United States Air Force.
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EXPIENCE/RANK DISTRIBUTION TABLES

FOR QUESTIONIAIRE RESPONDERS
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DEPARTMENT OF THE AIR FORCE
HEADQUARTERS UNIT.D STATES AIR FORCE

WASHINGTON. D.C.

REPLY TO
ATTNOF: AF/LGX 19 May 1972

sUBJECT: STALOG Survey

TO:

1. Air University is currently conducting research to iden-
tify primary management control factors within the base level
logistics environment. This research is part of the Study
of the Automation of the Logistics System at Base Level (STALOG)
sponsored by this office. You have been carefully selected

as a participant, and as such, you will have the opportunity
to contribute your knowledge and experience to an effort de-
signed to improve the management of logistics at base level.

2. You will receive from one to four questionnaires. Where
sequential questionnaires are employed, these will be sent
to you at periodic intervals through August 1972. In every
case your total cooperation is necessary to support the study
and to meet the time constraints.

3. Please complete the attached questionnaire and return it
within 14 days of your receipt of this letter. A preaddressed
envelope is included for return of your completed question-
naire. Thank your for your support.

R THE CHIEF OF STAFF

"WILLIAM R. HAY.S,,- rigadier General, USAF
Assistant for Log stics Planning

0 71,

PRIDE IRTHE AST FAHIN~~THE FUYURE
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FROM: STALOG Procurement Research Group 19 May 1972
SUBJECT: Questionnaire on Base Level Procurement Objectives

TO: Base Procurement Officer/Deputy Base Procurement Officer

1 . Due to the increasing complexities of base level logistics
management a future need appears to exist for the establishment
of an integrated base level management information and control
system. The purpose of such a system would be to provide base
level logistics managers with the essential information needed
to manage their diverse activities in a timely manner. Before
any type of meaningful design can be proposed, a determination
must be made as to exactly what information a manager needs in
terms of operational objectives,

2. The purpose of this questionnaire is to reach out to base level
procurement managers and solicit their experienced opinions on
just what a procurement manager needs to know to manage his op-
eration effectively.

3. It has generally been stated that the mission of the base
procurement function is to be an installation's major link with
the civilian community by procuring, at a fair and reasonable
price, those supplies and services that meet specifications and
schedules.

4. To fulfill that mission, the STALOG Procurement Research
Group has tentatively proposed four objectives and appropriate
items which would indicate whether the objectives were being met.
It is anticipated that within the context of an integrated infor-
mation and control system the base procurement officer would receive
a concise computer printout once a week of those items approaching
predetermined levels. This printout would enable the procurement
officer or his deputy to determine those procurement areas that
require managerial attention before they become problems.

5. It is requested that you respond to all questions having made
the presumption that information collected in such a.system would
be solely for your managerial use. Please use additional paper
as necessary teX respond to questions.

*- 6. A questionnaire and return envelope is enclosed. Do not

place your name on either.

Headquarters USAF Survey Control No. 72-94 has been assigned,

AFLC--WPAFB-JUN 72 353
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BASE 'LEV1EL PROCURETIM'NT OBJECTIVES

QUESTIONIAIRE

ns: Please fill in the following information as indicated.

is yourpresent rank or civil service grade?

is your government job title? .

se indicate to the nearest year the amount of experience
have had in base level procurement..,

Cormiand are you currently assigned to?

On the following pages are presented four
objectives for base level procurement operations.
Each objective is followed by appropriate sup- ild
porting items. Please read each objective and ng
its supporting items carefully before rendering
any changes or comments as requested. Although
setting proper levels to indicate problem areas
5.s important, do not consider that particular aspect
in your consideration cf this questionnaire.
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OBJECTIVE #1:

To provide support to all base organizations
and non-appropriated funds activities that
require local purchase of supplies and ser-viced./

ITEMS THAT COULD PROVIDE AN INDICATION OF EFFECTIVENESS IN

FETING THIS OBJECTIVE:

a. Date purchase request (PR) received compared to the date
PR is finalized on contract.

be Date indicated on PR as to when goods or services deliveryis desired compared to the delivery date indicated on the

contract.

5. Indicate any m"odifications (or deletions) you would make to
OBJECTIVE #1:

6 . Indicate any modifications, additions or deletions you would
make to the items that identify the effectiveness in meeting

OBJECTIVE #1: (reference item by the appropriate letter)



I

7.Do you feel that* once weekly is too often or not-ofton
enough for the base procurement officer to receive notice-

that an item listed for OBJECTIVE #I is approaching or has

exceeded its set interval?

s ai

I
Ii

other then weekly and what the interval should~ be (daily,
bi-weekly, monthly, etc.).

F I~i

iI

- ~i ,

8. Plae-de•ayitm o elsol bepite -u
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OBJECTIT-E 2::-

To insure that the procurement office is
buying at a fair and reasonable price those
goods and services which meet requirements
and schedules.

ITEMS TUIAT COULD PROVTDE AN INDTCATION OF EFFECTIVE',,1SS IN
I*ETING THIS OBJ!CCT'IVIE:

a. Percentage amounts that procurement cost has gone up for a
particular commodity or service since the last procurement.

b. Percentage amount that procurement cost has gone up for a
particular commodity or service over a one year period.

c. Number of recurring requirements for identical Federal Stock
Class items over short time spans.

9. Indicate any modifications (or deletions) you would make to
OBJECTIVE #2:

/

10. Indicate any modifications; additions or deletions you would

make to the items that identify the effectiveness in meeting
OBJECTIVE 4 2; (reference the item by the appropriate letter)

_ _ _ _ _ _ _ _ _ _ _ _- _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
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11. Do you feel that once weekly is too often or not often
enough for the base procurement officer to receive, notice
that an item listed for OBJECTIVE 1#2 is approaching or has
exdeeded its set interval?

12. Please indicate any items you feel should be printed out
other then weekly and what the interval should be (daily,
bi-weekly, monthly, etc.).

f
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OBJECTIVE #13:

To treat all vendors fairly and in accordance
with laws and regulations.

ITEMS THAT COULD PROVIDI, AN INDICATION OF EFFECTIVENESS IN
M!'ETING Ti'HIS OJBJi'CTIVi,>

a. Number of protests from vendors which resulted in a reversal
of the contracting cfficerz:i decision.

b. Percentage of compotit'ie contracts compared to negotiated
contracts.

13. indicate any modifications (or deletions) you would make to
OBJECTIVE #3:

14. Indicate any modifications, additions or deletions you would
make tc the items that identify the effectiveness in meeting
OBJECTIVE #3: (reference item by the appropriate letter)
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15, Do you feel that once weekly is too often or not often
enough for the base procurement officer to receive notice
that an item liste& for OBJECTIVE 4#3 is approaching or has
-exceeded its set interval?

16. Please indicate any items you feel should be printed out
other then weekly and what the interval should be (daily,
bi-weekly, monthly, etc.).

/i
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OBJECTIVE#4:

To insure that information is correct and
timely for reports to be used at base level,
higher headquarters and Congress.

ITEMS THAT COULD PROVIDE AN INDICATION OF EFFTIV {ESS -IN
1, MTING TAHI$ OBJECTIVE:

a. Number of suspenses to data auto;mation ard higher headquarters
which were not met.

b. Number of deficiencies fbund in periodic edit runs.

17. Indicate any modifications (or deletions) you would make to
OBJECTIVE A:

18. Indicate any modifications, additions or deletions you woul,

make to the items that identify the effectiveness in meeting
OBJECTIVE #/4: (reference item by the appropriate letter)
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19. Do you feel that once weekly iz too of Gen or not often
enough for the base procurement -officer to receive notice
that an item listed for OBJECTIVE #4 iJ approaching, or ýhas
exceeded its set interval?

~eS

20. Please indicate any items you feel should be printed out
other than weekly and what the interval should be (daily,
bi-weekly, monthly, etc.)
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SECTION iiI

The Tour objectives which have been presented, in this
questionnaire represenit an attempt to scratch the surface in
identifying the objectives of a base procurement function. You
are now asked to render -the benefit of your experience in ex-
panding t.he concept of procurement objectives.

21. Please list any base procurement objectives which you feel

should be added and the items which could give an indication
of effectiveness in meeting that objective.

-4e
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22. Please list from-the most important to the least- important
the objectives identified by the STALOGgroup and yourself
in the course of this questionnaire.

23. Of the reports which yo, are presently responsible for
are there any you wou," delete or modify to make base level
procurement management more efficient? Please list the
title of the report and indicate how you would modify
(or delete) it.

//
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24. Within the context of the proposed base level procurement
management information system, to what extent do you feel
that any information collected should be made available
to individuals or agencies other than the base procurement
officer and his deputy, if it is • serve as an effective
base level management tool?

I/

I, I
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APPENDIX C

PROCUREI4,'T REPORTS
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